A seminal result of Bulow and Klemperer [1989] demonstrates the power of competition for extracting revenue: when selling a single item to n bidders whose values are drawn i.i.d. from a regular distribution, the simple welfare-maximizing VCG mechanism (in this case, a second price-auction) with one additional bidder extracts at least as much revenue in expectation as the optimal mechanism. e beauty of this theorem stems from the fact that VCG is a prior-independent mechanism, where the seller possesses no information about the distribution, and yet, by recruiting one additional bidder it performs be er than any prior-dependent mechanism tailored exactly to the distribution at hand (without the additional bidder).
